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REAL ESTATE AGENTS ERRORS & OMISSIONS 
RATING RULES - 04/01/2008 Edition

 
 
 
Following are rating rules for determining premiums for the Real Estate Agents Errors and Omissions 
Claims-Made Insurance Policies provided by General Star National Insurance Company (The 
Company) to members of the Realtors Insurance Purchasing Group Association. Exceptions to these 
rules, if any, are contained on the individual State Rate Pages. 
 

A. Standard Program 
 

1.  Determine Agency’s Total Gross Revenue from application process.  
Note: As a separate charge is made for activities as a Mortgage Broker or Insurance 
Agent, revenues from either activity are not included in the agency’s Total Gross 
Revenues for rating purposes. 
 

2.  Determine Premium Rate per 1000 in Revenue from the State Rate Pages for 
appropriate revenue bands: 

 
Total Gross Revenue                           

Agencies with 2 agents or more 
Total Gross Revenue                           

Agencies with single agent 
First    $150,000 First    $75,000 
Next   $350,000 Next   $150,000 
Next   $500,000 Next   $300,000 

Over   $1,000,000 Over   $525,000 
 

 
3. Determine Base Rate by multiplying Item 2. above - Premium Rate per 1000 in 

Revenue from State Rate Page by Item 1. above - Total Gross Revenue. 
 
4. Determine the number of ratable employees (all licensed agents, appraisers, licensed 

assistants, and property managers) from application process.  Note:  Include in-active 
principals in the number of ratable employees, unless specifically excluded by 
endorsement.  Part-time employees will be rated as Full Time Equivalents (FTE’s); i.e., 
2 part-time employees = 1 FTE. 

 
5. Determine the number of agency transactions from the application. 

 
6. Determine Average (residential or commercial) Property Value 

If commercial revenues are greater than 50% of Item 1. above - Total Gross Revenues, 
assume 100% commercial revenue and use Item 6.a. or 6.c. below.  Otherwise use 
Item 6.a. or 6.b. below. 
a. Total Gross Revenue (residential and commercial) / total number of transactions 

(agency transactions for last fiscal year) for agencies in operation more than 12 
months / .025 (National Association of Realtors (NAR) average commission per 
transaction) = Average Property Value; or 

b. Total Gross Revenue / 13 transactions (NAR average # of transactions) times 
number of agents for residential agencies in operation less than 12 months / .025 
(NAR average commission per transaction) = Average Property Value; or  
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c. Total Gross Revenue / 6 transactions (NAR average # of transactions) times 
number of agents for commercial agencies in operation less than 12 months / 
.025 (NAR average commission per transaction) = Average Property Value. 

 
Note:  Commercial (non-residential) revenues are revenues from: 
a). Commercial real estate commissions 
b). Industrial real estate commissions 
c). Non-residential farm and/or raw land commissions 
d). Property management fees (4 stories or above = Commercial) 
e). Real estate appraisal fees 
f). Title agent activities 
g). Real estate consultation fees (determination of Residential or Commercial is 

based off of breakdown of Agency Revenues from Real Estate Consultation) 
h). Other (excluding auctioneering or insurance revenues) 
i). Escrow Services 

 
7.  Increased Limits Adjustment: 

a. Multiply the premium derived from Item 3. above by the appropriate limit factor in Column 
A below if the Average Property Value from Item 6. above is $500,000 or less. 

b. Multiply the premium derived from Item 3. above by the appropriate limit factor in Column 
B below if the Average Property Value from Item 6. above is greater than $500,000. 

 
Limit Column A Column B 
$100,000/$100,000 1.00 1.00 
$100,000/$300,000 1.12 1.24 
$250,000/$250,000 1.19 1.39 
$500,000/$500,000 1.32 1.65 
$500,000/$1,000,000 1.39 1.80 
$1,000,000/$1,000,000 1.49 2.00 
$1,000,000/$2,000,000 1.58 2.18 
Refer to Company for higher limits -- -- 

 
c. If claim expenses are within the limits of liability, multiply the premium derived 

under Item 7. above by .90 (does not apply in FL). 

8.  Deductible applicable to loss and expenses (not available in NY) or loss only: 
a.   Multiply the premium derived under Item 7. above by the appropriate deductible factor 

(does not apply in FL). 

Deductible Loss & 
Expense 
Factor

Loss Only 
Factor

$0 1.25 1.25 
$1,000 1.10 1.20 
$2,500 1.00 1.10 
$5,000 .95 1.05 
$10,000 .85 N/A 
$15,000 .80 N/A 
$25,000 .70 N/A 

Refer to Company for deductible options in excess of $25,000.  The 
Company prefers not to offer loss only options on deductibles 
exceeding $5,000.  Exceptions to this must be referred to the 
Company. 
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b. If an aggregate deductible has been requested, multiply the deductible factor by: 

 Aggregate Deductible Factor

Equal to the per claim 1.15 
2x the per claim deductible 1.10 
3x the per claim deductible 1.05 

 
Aggregate deductibles are not available unless the deductible is a minimum of 
$5,000.  
 

9.  Prior acts adjustment: 
If a prior acts date is applicable to the policy, multiply the premium calculated in Item 8. above by 
the appropriate factor below: 
 

Years of Prior Insurance Factor
None .70 
1 .85 
2+ 1.00 

 
10.  Professional designation credit adjustment: 

If more than 25% of the ratable employees have professional designation(s) listed 
below, multiply the premium developed in Item 9. above by .90. 
 

Acceptable Designations
Accredited Land Consultant (ALC)  Certified Real Estate Broker (CRB) 
Accredited Management Organization (AMO)  Graduate Realtors Institute (GRI) 
Associate Broker Member, Appraisal Institute (MAI) 
Broker Senior Residential Appraiser (SRA) 
Certified Commercial Investment Member (CCIM)  Senior Residential Property Appraiser (SRPA) 
Certified Property (CPM) Society of Industrial and Office Realtors (SIOR) 
Certified Residential Specialist (CRS)  

 
 
11.  Experience Rating Plan: 

Determine the appropriate experience rating plan factor using the method outlined 
below and apply it to the premium derived to this point.  Only claims reported within the 
past five (5) years, and meeting one of the following two criteria may be considered for 
purposes of this Plan: 

1) Indemnity and/or expense payments greater than $1,000 have been made; or  
2) An insurance company is carrying an open reserve of more than $1,000. 

 
When a loss has been declared and, after inquiry, the claim reserve remains unknown, 
5% of the demand amount may be used as the best approximation of the claim value. 
 
Agencies with 1 – 34 agents: 

Experience Period Loss Ratio Debit Credit 
30% or Less 0% 15% 

31 – 40% 0% 10% 
41 – 60% 0% 0% 
61 – 70% 20% 0% 
71 – 80% 30% 0% 
81 – 90% 40% 0% 
91 – 100% 50% 0% 

101% and Over Refer to Company Refer to Company 
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Agencies from 35 to 50 agents: 
Experience Period Loss Ratio Debit Credit 

30% or Less 0% 20% 
31 – 40% 0% 12% 
41 – 60% 0% 0% 
61 – 70% 20% 0% 
71 – 80% 30% 0% 
81 – 90% 40% 0% 
91 – 100% 50% 0% 

101% and Over Refer to Company Refer to Company 
 

Agencies with 51 or more agents: 
Experience Period Loss Ratio Debit Credit 

30% or Less 0% 25% 
31 – 40% 0% 15% 
41 – 60% 0% 0% 
61 – 70% 20% 0% 
71 – 80% 30% 0% 
81 – 90% 40% 0% 
91 – 100% 50% 0% 

101% and Over Refer to Company Refer to Company 
 
12.  Continuing education credit adjustment: 

If more than 50% of the agency's sales staff have participated in an accredited continuing 
real estate education program, including a company-approved risk reduction seminar, 
within the last 12 months, multiply the premium derived under Item 11. above by .95. 

13.  Dual Agency Credit adjustment:  Agencies which have had no transactions in 
which they represented both buyer and seller of the same property for the past two 
years and a written policy which prohibits acting in dual agency, multiply the premium 
derived under Item 12. above by .95. 

14.  Home warranty program credit adjustment: 
If a Home Warranty Program is offered, multiply the premium attributable to the residential 
exposure derived under Item 13. above by a factor of .95. 

 
15. Additional Coverages: 

Coverage Premium Charge (% of previously developed 
premium) 

Additional Insureds (other than Franchise) 5% 
Insurance Agents E & O 15% (Refer to Company for Agencies with  Insurance 

Agent revenues of greater than 20% of Total Gross 
Revenues after Mortgage Brokering and Insurance 
Agent revenues are subtracted) 

Extended Reporting Period Options:  
12 months 100% 
24 months 135% 
36 months 150% 
Retiree(s) 160% 

  
Mortgage Brokering  

$100 for 1st $10,000 of mortgage broker revenue 
$150 for mortgage broker revenue of $10,001 to $25,000 
$200 for mortgage broker revenue of $25,001 to $50,000 
$250 for mortgage broker revenue of $50,001 to $100,000 
Refer to Company for mortgage broker revenue greater than $100,000 

or mortgage broker revenues greater than or 
equal to 50% of agency Total Gross Revenues 
after Mortgage Brokering and Insurance Agency 
revenues are subtracted. 

 Page 4 04/01/2008 Ed. (v.13) 



16.  Individual Risk Premium Modification Plan: 
To recognize individual and unique characteristics within each real estate account, an 
Individual Risk Premium Modification (IRPM) factor may be applied to the previously 
developed premium. 
The following schedule outlines the specific criteria upon which IRPM factors may be 
applied. IRPM plan debits and credits for each item in the schedule are added together to an 
overall IRPM factor. Acceptable ranges for IRPM factors are governed by individual state 
regulations found in the State Rate pages.. 

 Debit Credit 
Quality Management, Financial Condition, Years of 
Experience 

     0 – 15% 0 – 15% 

Quality, Selection and Training of Employees 0 – 15% 0 – 15% 
Use of Standard Contracts 0 – 15% 0 – 15% 
Unusual Risk conditions 0 – 15% 0 – 15% 

*See state-specific rate page for maximum debit/credit to be applied to each policy. 
 
17.  Minimum policy writing premium rule: 

 
Minimum Premiums - All States (other than CA)    

Deductible  
Limit 1,000 2,500  5,000 10,000 15,000  25,000  0 

100,000 / 100,000 485 440 420 N/A N/A N/A 550 
100,000 / 300,000 496 451 429 N/A N/A N/A 564 
250,000 / 250,000 527 479 455 440 N/A N/A 599 
500,000 / 500,000 585 532 505 492 480 468 665 
500,000 / 1,000,000 616 560 532 519 506 493 700 

1,000,000 / 1,000,000 660 600 570 556 542 528 750 

1,000,000 / 2,000,000 700 636 605 590 575 560 795 

2,000,000 / 2,000,000 N/A N/A N/A N/A N/A N/A N/A 
 
18.  Transition Rate adjustment: 

For renewal accounts (i.e. the Rate Transition Plan does not apply to new 
business.), a three year transition period will be use to implement the above rating 
program.   
a. In year one, 25% of the final revenue rated (i.e. REAL ESTATE AGENTS 

ERRORS & OMISSIONS RATING RULES - 04/01/2008 Edition) premium 
based on the current year information, is added to the inverse of this percentage 
(i.e. 75%) of the final per agent rated (i.e. REAL ESTATE AGENTS ERRORS 
& OMISSIONS RATING RULES - 07/22/2004 Edition) premium based on the 
current year information.  

b. In year two, 50% of the final revenue rated (i.e. REAL ESTATE AGENTS 
ERRORS & OMISSIONS RATING RULES - 04/01/2008 Edition) premium 
based on the current year information, is added to 50% of the final per agent 
rated (i.e. REAL ESTATE AGENTS ERRORS & OMISSIONS RATING 
RULES - 07/22/2004 Edition) premium based on the current year information. 

c. In year three, 100% of the final revenue rated (i.e. REAL ESTATE AGENTS 
ERRORS & OMISSIONS RATING RULES - 04/01/2008 Edition) premium 
based on the current year information, is used. 

If a renewal account’s premium under the new revenue rating method is greater than 
that calculated with the current per agent model; the risk will be transitioned per the 
above method.  If a renewal risk’s premium under the new revenue rating method is 
less than that calculated with the current per agent model; the new revenue rated 
premium will be used.  This will apply to all renewal business.  Every risk will be at 
the 100% revenue rate by the third year. 
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B. Realty Express Program 
 
1. If an agency’s total revenue over the past three (3) years does not exceed $300,000, 

it is eligible to complete an abbreviated application process.  An affirmative response 
to each of the following six questions is required in order for the applicant to purchase 
one of several policy and deductible limits at our lowest premiums (see State Rate 
Pages).   
1). No Owner, agent or member of the applicant company has had their license 

revoked or been subject to any disciplinary action by any licensing board, real 
estate association or other regulatory body within the last 5 years.  

2). No owner, agent or member of applicant company has been cancelled, refused 
insurance or declined by another Carrier during the last 5 years (except due to 
loss of market or non payment of premium). 

3). No owner, agent or member of the company is involved in property management, 
development or construction.   

4). No owner, agent or member of the agency is an exclusive agent for a builder or 
developer.     

5). The applicant’s total gross revenues did not exceed $ 300,000 during the last 
three (3) year period. (gross revenues are defined as all fees and commissions 
before expenses payable to employees and independent contractors). 

6). The applicant and anyone to whom this insurance will apply is not aware of any 
professional liability claim made against them or act, error or omission which 
might reasonably be expected to be the basis of a claim made against them 
within the past 5 years.  

 
The Transition plan, and all debits or credits available in the Standard Program will 
not apply to the above Realty Express Program.   
 

2. Determine premium based on the selected limit of liability and deductible as shown on the 
appropriate State Rate Page.   
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General Star National Insurance Company  

 
Realtors Insurance Purchasing Group Association 

Real Estate Agents & Brokers Errors and Omissions 
 

 
Arkansas Rates 

 
Real Estate Agents Standard Program Base Rates 
 

 
Total Gross Revenue                
Solo Agent

Rate/ 1000 Total Gross Revenue               
2+ Agents

Rate/ 1000

First    $75,000 7.79  First    $150,000 7.79
Next   $150,000 4.674 Next   $350,000 4.674
Next   $225,000 3.87942 Next   $500,000 3.87942

 Next   $300,000+ 3.103536  Next   $500,000+ 3.103536  
 
 

Individual Risk Premium Modifications (IRPM) 
 

 Individual Risk Factors  
 

Maximum IRPM 
Credit Debit 

 
40% 

 
40% 

 
 
 
Realty Express Program 
Claim Expenses are outside the Limits of Liability (separate amount equal to the Limits of Liability purchased) 
 
 

Deductible (Loss & Expense)       $100,000/$300,000 
 

$250,000/$250,000 
 

$500,000/$500,000 $500,000/$1,000,000 
 

$1,000,000/$1,000,000 
$1,000  $496  $527  $585  $616  $660  
$2,500  $451  $479  $532  $560  $600  
$5,000  $429  $455  $505  $532  $570  

 

 AR-RE-R-1 05/2008 Edition 
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GENERAL STAR NATIONAL INSURANCE COMPANY 
 

REAL ESTATE AGENTS ERRORS AND OMISSIONS 
2008 RATE AND RULE FILING 

 
EXPLANATORY MEMORANDUM 

 
Filing Designation: 08-117-3-REA R 

 
General Star National is proposing the following changes to our currently filed Real Estate Agents 
Errors and Omissions Program – 07/22/2004 Edition.  The overall countrywide impact of these 
changes is +1.66%. 
 

1. Standard Program 
 
General Star National Insurance Company has been insuring members of the Realtors Insurance 
Purchasing Group Association since 2003.  After gaining more experience with this program, 
General Star National has determined that a more effective rating approach would be realized by 
changing our countrywide rating method from one based on agent count and a per agent / state 
base rate, to the more commonly used methodology of a rate per 1000 of agency’ revenues.  Our 
proposed plan assumes that frequency is more closely related to revenues generated by the 
agency and that the high or low value of individual transactions (i.e. property value) will be the 
best indicator of a losses' potential severity.   
 
The volume of revenue and average transaction size (i.e. average property value) generated by a 
commercial risk will be priced with the same base rate per 1000 and ILF factors as a similar 
volume or transaction size generated by a residential risk (e.g.  $3M residential home verses $3M 
commercial warehouse).  The proposed methodology also reduces or eliminates several 
subjective pricing variables used in our current pricing (e.g. varying state base rates, 
nonresidential sales adjustment, size of firm credits, state average revenue adjustments) for 
which we have no means, on an on-going basis of verifying adequacy or updating accuracy. 
 
We have implemented the above desired outcomes by taking the following steps in our “standard” 
program: 
 
A.  We largely consolidated state rates to as few revenue based rates per 1000 of gross revenue 

as possible on a countrywide basis.  These were derived by our actuaries with consideration 
of our previous average revenue per agent (across all states including commercial and 
residential) and the current average base rate charge (across all states).  Our assumption is 
that creation of a revenue driven base rate with consideration of the two should drive 
aggregate premiums and loss ratios, across the whole of the book, to levels at or near those 
obtained by the current rating method.  This proved to be largely correct.  There were, 
however, a number of states which became exceptions as a result of some combination of 
current loss activity (either high or low), market pricing necessity or state filing restraints.  This 
same rate per 1000 in any single state at base ($100K / $100K) is applied to both residential 
and commercial accounts.  

 
 The ILF for limits in excess of base ($100K / $100K), for either a residential or commercial 

account, will depend upon the Average Property Value of transactions completed by the 
agency in their most recent past year.  For risks with an Average Maximum Loss of $100,000 
or more, Severity Loaded ILF will be applied (see below), but only to limits in excess of the 
$100K / $100K basic limit. 

 



 
ILF Loading 
 
a. For agencies in operation more than 12 months:  Gross agency revenue (residential and 

commercial) / agency transactions for last fiscal year / .025 (NAR average commission per 
transaction) = Average Property Value; or 

b. Gross agency revenue / 13 transactions times number of residential agents (NAR average 
# of transactions per agent per year) for agencies in operation less than 12 months / .025 
(NAR average commission per transaction) = Average Property Value; or 

c. Gross agency revenue / 6 transactions times number of commercial agents (Estimated # 
of transactions per commercial agent per year) for agencies in operation less than 12 
months / .025 (average commission per transaction) = Average Property Value. 

d. Average Property Value  X  20% = Average Maximum Loss; 
e. Accounts with Average Maximum Loss greater than $100,000  to receive Severity 

Loaded ILF: 
 

    

Normal Severity Loaded
100k / 100k 1.00        1.00                  
100k / 300k 1.12        1.24                  
250k / 250k 1.19        1.39                  
500k / 500k 1.32        1.65                  
500k / 1M 1.39        1.80                  
1M / 1M 1.49        2.00                  
1M / 2M 1.58        2.18                  

 
 
B.  As is commonly done in the market, we reduce the rate/1000 of revenue (on both the 

residential and commercial segments of the book) as revenue bands increase (see below).  
Such decreases are in tune with levels used by the bulk of carriers currently in the market.   
Again, the same rates will be applied to both commercial and residential accounts.  For 
example using a rate of $6.23/1000: 

 
    

Revenue Band  Rate/ 1000 
150000 6.23 
350000 3.738 
500000 3.10254 
500000+ 2.482032 

 
 
For single agent firms; our step down of the rate/1000 begins at $75,000 verses the $150,000 
common to the market on solos:  

 
Revenue Band  Rate/ 1000 
75000 6.23 
150000 3.738 
225000 3.10254 
300000+ 2.482032 
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Rate Transition Plan 
 
The switch from a set rate per agent (regardless of agency’ revenue volume) to a rate driven by 
the agent’s or agencies’ revenue volume will undoubtedly create relatively large increases for 
certain of our renewing Insureds.  Our actuaries have suggested filing a formula which weights 
the old and the new rating plans and will enable us to transition the premium changes over a 
three year period.  The details of the transition plan go like this: 

1) A percentage (which will be 25% first year, 50% second  year and 100% the third year) of 
the revenue rated premium based on an account’s renewal information under the 
proposed rating guidelines, is added to  

2) The inverse of that percentage (which will be 75% first year, 50% second  year and 0% 
the third year)) of the per agent rated premium based on an account’s renewal 
information under the old rating guidelines  

 
If a renewal risk’s premium under the new revenue rating method is greater than that calculated 
with the current per agent model; the risk would be transitioned per the above method.  If a 
renewal risk’s premium under the new revenue rating method is less than that calculated with the 
current per agent model; the new revenue rated premium would be used.  This would apply to all 
eligible renewal business and the transition would effectively be accomplished in two years (i.e. 
every eligible risk would be at the 100% revenue rate by the third year.  The Rate Transition 
Plan does not apply to new business. 

 
Additional Coverage and Pricing Modification of Current Plan Options  
In addition to the above changes, the current pricing for various additional coverages and the 
experience rating plan will be modified.  The overall impact of these changes is near to 0%. 
 

a. Mortgage Brokering Endorsement – with a sublimit of $100,000 is currently priced at 1% 
of additional premium for each 1% of Insured revenue.  The proposed change would 
provide a flat charge of:  

b.  
$100 for 1st $10,000 of mortgage broker revenue 
$150 for mortgage broker revenue of $10,001 to $25,000 
$200 for mortgage broker revenue of $25,001 to $50,000 
$250 for mortgage broker revenue of $50,001 to $100,000 

Refer to Company for mortgage broker revenue greater than $100,000 or mortgage 
broker revenues greater than or equal to 50% of agency revenues

 
Note: As a separate charge is made for activities as a Mortgage Broker or 
Insurance Agent, revenues from either activity are not included in the agency’s 
Total Gross Revenues for rating purposes. 

 
c. Limited Pollution Endorsement – Claims Expense and/or Damages for a pollution related 

claim, currently offered for a charge of 10% of additional premium, will now be provided 
at no charge to a $1,000,000 limit or insured’s policy limit, whichever is smaller. 

 
d. Discrimination Coverage is currently provided as a result of Claims brought against an 

Insured for discrimination on the basis of age, sex, race, color, religion, disability, marital 
status, pregnancy, national origin, HIV or AIDS status, sexual origin, sexual orientation, 
or sexual preference, including resulting Personal Injury.  Currently a $100,000 sublimit is 
provided at no charge.  An additional limit of $150,000 in excess of $100,000 is provided 
for an additional 10% of total annual premiums (for defense only coverage) and at an 
additional 15% for defense and indemnity coverage.  The proposed coverage will provide 
the full $250,000 defense and indemnity coverage at no charge. 
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e. The current Experience Rating Plan provides credits for favorable loss experience in the 

schedule below.  This will remain in force for agencies of 1 to 34 agents. 
 
Agencies of 1 to 34 agents 

 
Experience Period Loss Ratio 

Debit Credit 

30% or Less 0% 15% 
31 – 40% 0% 10% 
41 – 60% 0% 0% 
61 – 70% 20% 0% 
71 – 80% 30% 0% 
81 – 90% 40% 0% 
91 – 100% 50% 0% 

101% and Over Refer to Company Refer to Company 
 
Revised Experience Rating Plan schedules will be provide for agencies from 35 to 50 
agents and agencies with 51 or more agents per the schedules below: 

 
Agencies from 35 to 50 agents: 

 
Experience Period Loss Ratio 

Debit Credit 

30% or Less 0% 20% 
31 – 40% 0% 12% 
41 – 60% 0% 0% 
61 – 70% 20% 0% 
71 – 80% 30% 0% 
81 – 90% 40% 0% 
91 – 100% 50% 0% 

101% and Over Refer to Company Refer to Company 
 
 
Agencies with 51 or more agents: 

Experience Period Loss Ratio Debit Credit 
30% or Less 0% 25% 

31 – 40% 0% 15% 
41 – 60% 0% 0% 
61 – 70% 20% 0% 
71 – 80% 30% 0% 
81 – 90% 40% 0% 
91 – 100% 50% 0% 

101% and Over Refer to Company Refer to Company 
 

f. The following credit will be added under the proposed rating plan: 
 
Dual Agency Credit:  Agencies which have had no transactions in which they represented 
both buyer and seller of the same property for the past two years and a written policy 
which prohibits acting in dual agency will receive a 5% credit. 
 

g. The following coverages or credits and debits offered under the current program will be 
eliminated from the proposed rating plan as the result of redundancies caused by the 
change in rating methodology proposed under this filing: 
A. Standard Program: 

A.2. Gross Revenue Adjustment 
A.6. Size of Firm Adjustment 
A.8. Non-Residential Sales Adjustment 

B. Commercial and Industrial Program: 
B.1. Gross Income Adjustment 
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Under both programs: 

• Real Estate Appraisers E&O (is now filed as a separate program). 
• Terrorism Risk Insurance Act Coverage (the “Act” rescinded for professional risks). 

 
 
As both the current REAL ESTATE AGENTS ERRORS & OMISSIONS 
RATING RULES - 07/22/2004 Edition  and the proposed REAL ESTATE AGENTS 
ERRORS & OMISSIONS RATING RULES - 04/01/2008 Edition  are going to be used during 
the rate transition period, both are included for review in this filing. 
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2. Realty Express Program 

 
We have also determined that the underwriting process can be streamlined for a significant 
portion of our less exposed Insureds and can be administered much more simply through an 
electronic application process.  To determine their eligibility, the applicant simply has to respond 
in the affirmative to certain questions on the application.  There are a limited number of policy 
limits and deductibles options available and the insured can select the limits they want by 
indicating such on the application.  This eliminates the need for any rating system, avoids 
calculation errors and cuts down on acquisition expense which is one main reason/advantage for 
the formation of a Risk Purchasing Group.  Qualified new and renewal accounts are eligible 
for the Realty Express Program 
 
If an agency’s total revenue over the past three (3) years does not exceed $300,000, it is eligible 
to complete an abbreviated application process.  If it provides affirmative responses to the 
following six questions, the applicant will have the opportunity to purchase one of several policy 
and deductible limits at our lowest premiums: 

1). No Owner, agent or member of the applicant company has had their license revoked 
or been subject to any disciplinary action by any licensing board, real estate 
association or other regulatory body within the last 5 years.  

2). No owner, agent or member of applicant company has been cancelled, refused 
insurance or declined by another Carrier during the last 5 years (except due to loss of 
market or non payment of premium).      

3). No owner, agent or member of the company is involved in property management, 
development or construction.   

4). No owner, agent or member of the agency is an exclusive agent for a builder or 
developer.     

5). The applicant’s total gross revenues did not exceed $300,000 during the last three 
(3) year period (gross revenues are defined as all fees and commissions before 
expenses payable to employees and independent contractors). 

6). The applicant and anyone to whom this insurance will apply is not aware of any 
professional liability claim made against them or acts, errors or omissions or 
Personal Injuries which might reasonably be expected to be the basis of a claim 
made against them within the past 5 years.  

 
The Rate Transition Plan, and all debits or credits available in the Standard Program will not 
apply to the above Realty Express Program.  Inasmuch as the Realty Express Program utilizes a 
simplified slot rated approach, there are no rating rules to file.  We are, however, including the 
rates on the applicable State Rate Page. 
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REAL ESTATE AGENTS ERRORS & OMISSIONS 
RATING RULES - 07/22/2004 Edition

 
 
 
Following are rating rules for determining premiums for the Real Estate Agents Errors and Omissions 
Claims-Made Insurance Policies provided by General Star National Insurance Company (The 
Company) to members of the Realtors Insurance Purchasing Group Association. Exceptions to these 
rules, if any, are contained on the individual State Rate Pages. 
 

A. Standard Program 
 

1. Determine base rate 
Refer to the individual rate from the state exception pages. 
 

2. Gross revenues adjustment: 
Determine the average revenue per agent per state from the rate pages. Divide 
the agency's total Gross Revenues by the number of ratable employees (all licensed 
agents, appraisers, licensed assistants, and property managers). This will provide 
the average gross revenues per agent. Divide this figure by the state average. For 
every 2% that the agency's average revenue is higher than the state average, 
debit 1 %. For every 2% that the agency's revenue is lower than the state average, 
credit 1 %. Total credit/debit may not exceed 25%.  Multiply factor by the rate 
derived under 1. 
 
Note:  Need to include in-active principals in the number of ratable employees in 
number 2 above, unless specifically excluded by adding them to the specific 
individual exclusion which must be attached to the quote and or the policy (if 
bound). 

 
3. Increased limits adjustment: 

a.) Multiply the premium derived under 2. by the appropriate limit factor below. 
 

Limit Increased Limit Factor
$100,000/$100,000 1.00 
$100,000/$300,000 1.12 
$250,000/$250,000 1.19 
$500,000/$500,000 1.32 

$500,000/$1,000,000 1.39 
$1,000,0001$1,000,000 1.49 
$1,000,0001$2,000,000 1.58 
Refer to Company for higher limits  

 
b.) If claim expenses are within the limits of liability, multiply the premium derived 

under 3a above by .90. 



4. Deductible applicable to loss and expenses (not available in NY) or loss only: 
a.) Multiply the premium derived under 3. by the appropriate deductible factor. 

Deductible Loss & 
Expense 

Loss Only 
Factor

$0 1.25 1.25 
$1,000 1.10 1.20 
$2,500 1.00 1.10 
$5,000 .95 1.05 

$10,000 .85 N/A 
$25,000 .70 N/A 

Refer to Company for deductible options in excess of $25,000 

The Company prefers not to offer loss only options on deductibles 
exceeding $5,000.  Exceptions to this must be referred to the 
Company 

  

b.) If an aggregate deductible has been requested, multiply the deductible factor by: 

Aggregate Deductible Factor
Equal to the per claim deductible 1.15

2x the per claim deductible 1.10
3x the per claim deductible 1.05

Aggregate deductibles are not available unless the deductible is a minimum of 
$5,000. 

   
5. Determine base premium: 

Multiply the premium derived under 4. by the number of staff. 
 

Note:  Need to include in-active principals in the number of ratable employees in 
number 2 above, unless specifically excluded by endorsement.  Part-time 
employees will be rated as Full Time Equivalents (FTE’s); i.e., 2 part-time 
employees = 1 FTE. 
 

 
 
6. Size of firm adjustment: 

Multiply the premium derived under 5. by the appropriate size of firm factor below: 
 

Total Staff Factor Calculation
1-10 1.00 # staff ____ x 1.00 = _______ 
Next 15 (staff #s 11-25) 0.90 # staff ____ x 0.90 = _______ 
Next 25 (staff #s 25-50) 0.80 # staff ____ x 0.80 = _______ 
Next 25 (staff #s 51-75) 0.75 # staff ____ x 0.75 = _______ 
Next 25 (staff #s 76-100) 0.70 # staff ____ x 0.70 = _______ 
Total staff 101 or more Refer to Company  
  Sum total of all calculated factors 

=   _______ Divided by # staff  
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7.  Prior acts adjustment: 
If a prior acts date is applicable to the policy, multiply the premium calculated in 6. by the 
appropriate factor below: 

Years of Prior Insurance Factor
None .70 

 1 .85 
2+ 1.00 

 
8.  Non-Residential sales adjustment: 

Referring to the distribution of gross revenue shown on the application, multiply the 
premium derived under 7. by the appropriate factor below: 
 

New and Renewal Business: 
*Non-Residential Sales Factor

00-05% 1.00 
06-10% 1.10 
11-15% 1.15 
16-20% 1.20 
21-25% 1.25 
26-30% 1.30 
31-35% 1.35 
36-40% 1.40 
41-45% 1.45 
46-50% 1.50 

Over 50% Ineligible for Standard 
Program – rate in 

Commercial Program 
 

*Non-Residential Sales means a Firm's Gross Revenue 
from:  
a) Commercial Real Estate Commissions 
b) Industrial Real Estate Commissions  
c) Non-residential Farm and/or Raw Land Commissions  
d) Property Management Fees (4 stories or above = Commercial) 
e) Real Estate Appraisal Fees 
f) Title Agent Activities 
g) Real Estate Consultation Fees (determination of Residential or Commercial is 

based off of breakdown of Agency Revenues from Real Estate Consultation) 
h) Other (Excluding Auctioneering and Insurance Revenues) 

 
9. Professional designation credit adjustment: 

If more than 50% of the ratable employees have professional designation(s) listed 
below, multiply the premium developed in 8. by .90. 
 

Acceptable Designations
Accredited Land Consultant (ALC)  Certified Real Estate Broker (CRB) 
Accredited Management Organization (AMO)  Graduate Realtors Institute (GRI) 
Associate Broker Member, Appraisal Institute (MAI) 
Broker Senior Residential Appraiser (SRA) 
Certified Commercial Investment Member (CCIM)  Senior Residential Property Appraiser (SRPA) 
Certified Property (CPM) Society of Industrial and Office Realtors (SIOR) 
Certified Residential Specialist (CRS)  
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10.  Experience Rating Plan: 
Determine the appropriate experience rating plan factor using the method outlined 
below and apply it to the premium derived to this point.  Only claims reported 
within the past five (5) years, and meeting one of the following two criteria may be 
considered for purposes of this Plan: 

1) Indemnity and/or expense payments greater than $1,000 have been made; 
or  

2) An insurance company is carrying an open reserve of more than $1,000. 
 

When a loss has been declared and, after inquiry, the claim reserve remains 
unknown, 5% of the demand amount may be used as the best approximation of 
the claim value. 
 
 Experience Period 
 Loss Ratio   Debit  Credit
 30% or Less     0%  15% 
 31-40%      0%  10% 
 41-60%      0%    0% 
 61-70%    20%    0% 
 71-80%    30%    0% 
 81-90%    40%    0% 
 91-100%   50%    0% 
 101% and Over   Refer to Company 

 
11.  Continuing education credit adjustment: 

If more than 50% of the agency's sales staff have participated in an accredited 
continuing real estate education program, including a company-approved risk 
reduction seminar, within the last 12 months, multiply the premium derived under 10. 
by .95. 
 

12.  Home warranty program credit adjustment: 
If a Home Warranty Program is offered, multiply the premium attributable to the 
residential exposure derived under 3. above by a factor of .95. 
 

13.  Additional Coverages: 
Coverage Premium Charge 

(% of annual premium)
Discrimination Coverage  

$250,000 Defense Only 10% 
$250,000 Defense & Damages 15% 

Additional Insureds (other than Franchise) 5% 
Insurance Agents E & O 15% 

Not available for Agencies with > 20% of revenues 
generated from Insurance 

Limited Pollution 10% 
Mortgage Brokering % surcharge will equal the % of MB revenues to total 

revenues.  Not available for Agencies with > or = to 
50% revenues generated from Mortgage Brokering 

Claims Expenses included within policy 
limits 

-10% 

Extended Reporting Period Options:  
12 months 100% 
24 months 135% 
36 months 150% 
Retiree(s) 160% 
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14.  Individual Risk Premium Modification Plan: 
To recognize individual and unique characteristics within each real estate account, an 
individual Risk Premium Modification (IRPM) factor may, at the underwriter's discretion, 
to be applied to the developed premium. 
 
The following schedule outlines the specific criteria upon which IRPM factors may 
be applied. IRPM plan debits and credits for each item in the schedule are added 
together to derive an overall IRPM factor. Acceptable ranges for IRPM factors are 
governed by individual state regulations found in the State Rate pages.  Refer to 
Company if greater than +/-25%. 

 Debit Credit
Quality Management, 
Financial Condition,  
Years of Experience 

0 – 15% 0 – 15% 

Quality, Selection and 
Training of Employees 

0 – 15% 0 – 15% 

Use of Standard Contracts 0 – 15% 0 – 15% 
Unusual Risk conditions 0 – 15% 0 – 15% 

*See state-specific rate page for maximum debit/credit to be applied to each policy. 
 
15.  Minimum policy writing premium rule: 

Unless specified on the state-specific rate page, use the minimum premiums 
below: 
Claims Expenses  
(see step 3. above) 

Deductible Application  
(see step 4. above) 

Minimum 
Premium 

Included in the liability limit Applies to Loss and Expenses $500 
Included in the liability limit Applies to Loss Only $550 
Outside the liability limit, with a 
maximum equal to the liability limit 

Applies to Loss and Expenses $550 

Outside the liability limit, with a 
maximum equal to the liability limit 

Applies to Loss Only $600 
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B.  Commercial and Industrial Program 
 
1. Gross Income Adjustment: 

Determine the individual state ratable Gross Income of Agency from the application.  
Multiply the commercial portion by 2.00.  Add the revised commercial gross income to 
the residential gross income in the total ratable gross income of the agency. 
 
Note:  Commercial (non-residential) means revenues from: 
a)  Commercial real estate commissions 
b)  Industrial real estate commissions 
c)  Non-residential farm and/or raw land commissions 
d)  Property management fees (4 stories or above = Commercial) 
e)  Real estate appraisal fees 
f)  Title agent activities 
g)  Real estate consultation fees (determination of Residential or Commercial is 
based off of breakdown of Agency Revenues from Real Estate Consultation) 
h) Mortgage brokering 
i) Insurance agents 
j) Other (excluding auctioneering or insurance revenues) 
k) Escrow Services 

 
2. Determine base premium: 

Refer to State Rate pages to determine the individual state rate per thousand and 
apply gross revenues to each layer.  Add the premium generated per layer to derive 
base premium. 
 
Example:  (Assume firm has $500,000 in ratable gross income) 
  

Ratable Gross Income Rate Per $1,000 Result By Layer
First $150,000 5.40 150 x 5.40 = 810 
Next $350,000 3.24 350 x 3.24 = 1,134 
Next $500,000 2.70  

Over $1,000,000 2.16  
 
Base Premium for above example = 810 + 1,134 = $1,944. 

 
3. Increased limits adjustment: 

a.) Multiply the base premium derived in 2. by the appropriate limit factor below. 
 

Limit Increased Limit Factor
$100,000/$100,000 1.00 
$100,000/$300,000 1.12 
$250,000/$250,000 1.19 
$500,000/$500,000 1.32 

$500,000/$1,000,000 1.39 
$1,000,0001$1,000,000 1.49 
$1,000,0001$2,000,000 1.58 
Refer to Company for higher limits 

 
b.) If claim expenses are within the limits of liability, multiply the premium derived 

under 3a above by .90. 
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4. Deductible applicable to loss and expenses: 
a.) Multiply the premium derived under 3. by the appropriate deductible factor. 

Deductible Loss & 
Expense 

Loss Only 
Factor

$0 1.25 1.25 
$1,000 1.10 1.20 
$2,500 1.00 1.10 
$5,000 .95 1.05 
$10,000 .85 N/A 
$25,000 .70 N/A 

Refer to Company for deductible options in excess of $25,000 

The Company prefers not to offer loss only options on deductibles 
exceeding $5,000.  Exceptions to this must be referred to the Company 
Note:  Minimum deductible for accounts located in California with 100% Commercial 

Risks is $5,000.  

b.) If an aggregate deductible has been requested, multiply the deductible factor in 4a 
above by: 

Aggregate Deductible Factor
Equal to the per claim deductible 1.15

2x the per claim deductible 1.10
3x the per claim deductible 1.05

Aggregate deductibles are not available unless the deductible is a minimum of 
$5,000. 

 
5.  Prior acts adjustment: 

If a prior acts date is applicable to the policy, multiply the premium calculated in 4. by the 
appropriate factor below: 

 
Years of Prior Insurance Factor

None .70 
1 .85 
2+ 1.00 

 
 
6.  Professional designation credit adjustment: 

If more than 50% of the applicant’s employees have professional designation(s) listed below, 
multiply the premium developed in 5. by .90: 

 
Acceptable Designations:  
Accredited Land Consultant (ALC) Certified Real Estate Broker (CRB) 
Accredited Management Organization (AMO) Graduate Realtors Institute (GRI) 
Associate Broker Member, Appraisal Institute (MAI) 
Broker Senior Residential Appraiser (SRA) 
Certified Commercial Investment Member 
(CCIM) 

Senior Residential Property Appraiser (SRPA) 

Certified Property Manager (CPM) Society of Industrial and Office Realtors (SIOR) 
Certified Residential Specialist (CRS)  
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7.  Experience Rating Plan: 
Determine the appropriate experience rating plan factor using the method outlined 
below and apply it to the premium derived to this point.  Only claims reported 
within the past five (5) years, and meeting one of the following two criteria may be 
considered for purposes of this Plan: 
 

3) Indemnity and/or expense payments greater than $1,000 have been made; 
or  

4) An insurance company is carrying an open reserve of more than $1,000. 
 

When a loss has been declared and, after inquiry, the claim reserve remains 
unknown, 5% of the demand amount may be used as the best approximation of 
the claim value. 
 
 Experience Period 
 Loss Ratio   Debit  Credit
 
 30% or Less     0%  15% 
 31-40%      0%  10% 
 41-60%      0%    0% 
 61-70%    20%    0% 
 71-80%    30%    0% 
 81-90%    40%    0% 
 91-100%   50%    0% 

  101% and Over   Refer to Company 
 
 

8.  Continuing education credit adjustment: 
If more than 50% of the agency's sales staff have participated in an accredited 
continuing real estate education program, including a company-approved risk 
reduction seminar, within the last 12 months, multiply the premium derived under 7. 
by .95. 
 
 

9.  Home warranty program credit adjustment: 
If a Home Warranty Program is offered, multiply the premium attributable to the 
residential exposure derived under 3. above by a factor of .95. 

 
10.  Additional Coverages: 

Coverage Premium Charge 
(% of annual premium)

Discrimination Coverage  
$250,000 Defense Only 10% 
$250,000 Defense & Damages 15% 
Additional Insureds (other than Franchise) 5% 
Insurance Agents E & O 15% 

Not available for Agencies with > 20% of 
revenues generated from Insurance 

Limited Pollution 10% 
Claims Expenses included within policy limits -10% 
Extended Reporting Period Options:  

12 months 100% 
24 months 135% 
36 months 150% 
Retiree(s) 160% 
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11.  Individual Risk Premium Modification Plan: 
To recognize individual and unique characteristics within each real estate account, an 
individual Risk Premium Modification (IRPM) factor may, at the underwriter's discretion, 
to be applied to the developed premium. 
 
The following schedule outlines the specific criteria upon which IRPM factors may 
be applied. IRPM plan debits and credits for each item in the schedule are added 
together to derive an overall IRPM factor. Acceptable ranges for IRPM factors are 
governed by individual state regulations found in the State Rate pages.  Refer to 
Company if greater than +/-25%. 

 
 Debit Credit
Quality Management, Financial 
Condition/ years of Experience 

0 – 15% 0 – 15% 

Quality, Selection and Training 
of Employees 

0 – 15% 0 – 15% 

Use of Standard Contracts 0 – 15% 0 – 15% 
Unusual Risk conditions 0 – 15% 0 – 15% 

  *See state-specific rate page for maximum debit/credit applied to each policy. 
 
 

12. Minimum policy writing premium rule: 
Unless specified on the state-specific rate page, use the minimum premiums 
below: 

 
Claims Expenses  
(see step 3. above) 

Deductible Application 
(see steps 4. and 5. 
above) 

Minimum 
Premium 

Included in the liability limit Applies to Loss and 
Expenses 

$500 

Included in the liability limit Applies to Loss Only $550 
Outside the liability limit, with a 
maximum equal to the liability limit 

Applies to Loss and 
Expenses 

$550 

Outside the liability limit, with a 
maximum equal to the liability limit 

Applies to Loss Only $600 

 
 

C. Real Estate Appraisers E&O 
  

Determine base rate based on selected limit of liability as shown on the state exception page.  
A standard deductible of $1,000 per claim is contemplated for each policy. 

 
 
D. Terrorism Risk Insurance Act 
 

The program, as required by the Federal Terrorism Risk Insurance Act of 2002 (TRIA), offers 
coverage for terrorism losses.  Whenever coverage is added to the policy by endorsement to 
cover terrorism losses, the following factor shall be applied: 
 
 Terrorism Coverage 2% of total premium; or $100 minimum premium charge. 
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